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INTRODUCTION

The ad. hoc committee on education and. experience requirements for CPAs
was appointed in September 1966.

Our charge was to restudy the Institute’s policies

pertaining to these requirements, which set standards for admission to the account

ing profession, and to recommend what the policies should be in the light of current
and foreseeable conditions.

Our principal recommendations are that the CPA certificate be considered
as evidence of basic competence of professional quality in the discipline of
accounting and that a requirement of formal education equivalent to at least five
years of college study be substituted for the present education and experience
requirements.

The approach to our study, a statement of our recommendations, and

a discussion of these recommendations are included in this report.
Background

Various opinions as to appropriate requirements for admission to the
accounting profession have existed since its inception.

These opinions were first

codified as provisions of accountancy statutes enacted by the several states in the
1890’s and early 1900’s.

The continued diversity of these statutory provisions,

however, creates disparate standards under which CPA certificates are issued.

The lack of success of years of effort by various committees and organi
zations to bring about uniform and realistic standards for the qualification of

CPAs resulted in the creation of the Commission on Standards of Education

and Experience for Certified Public Accountants in 1952.

The essential

purpose of the Commission was to formulate standards of education and experience

that would be considered desirable prerequisites for state certification as a CPA.
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The findings and recommendations contained in its report1 were forerunners of
present Institute policies.
After publication of the Commission’s report, the special coordinating
committee to study the Report of the Commission on Standards of Education and Expe

rience for CPAs (called the Bailey Committee after its chairman, the late George D.
Bailey) was formed in 1957 and charged with recommending to the Institute’s Council

which of the standards contained in the Commission’s report should be adopted by

The Bailey Committee, in its report2 to Council in 1959? recommended

the Institute.

adoption of certain Commission standards but also adoption of statements of posi
tions differing from, or in addition to, other standards recommended by the

Commission.

The resolutions drawn from the Bailey Committee Report and adopted

by Council in 1959, with minor amendments in 1960 and 1962, have remained unaltered

as the Institute’s policies since then.3
One

resolution directed that a committee prepare a statement as to

what, in general, should be an acceptable type of experience for the CPA certif
icate.

The committee on qualifying experience (called the Hansen Committee after

its chairman, George H. Hansen) received this charge and submitted its report to

Council in 1961.4

Commission on Standards of Education and Experience for Certified Public
1
Accountants, Standards of Education and Experience for Certified Public Accountants.
University of Michigan, 1956.
Special Committee on the Report of the Commission on Standards of Education
2
and Experience for CPAs, Report to Council. The American Institute of CPAs, 1959.

See Appendix A.
3

4Committee on Qualifying Experience, Report to Council.
Institute of CPAs, 1961.

The American
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Objections received from CPAs who had studied exposure drafts of the

Hansen Committee’s Report, and discussions at its meeting led Council to
take no action on the report other than to refer it to the Executive Committee,
which made it available solely as a research study on qualifying experience.

These objections were based on the opinion that the varied experience described

in the report could not be provided in one year at the appropriate level by
accounting firms.
Another resolution adopted in 1959 called for a periodic- review of the
profession’s standards of admission.

The formation of our committee to study

education and experience requirements was in compliance with this resolution.
The Institute’s present policies5 are now ten years old and were adopted

under conditions existing in the 1950’s.

Changes in the environment in which

entrants to the profession develop their basic professional competence, changes
in the meaning of the CPA designation, and completion of two authoritative Insti
tute studies mark the need for major revisions of these policies.

One of these authoritative studies is Horizons for a Profession,6 which
delineates the common body of knowledge to be possessed by those about to begin
their professional careers as CPAs.

The other is "A Description of the Profes

sional Practice of Certified Public Accountants,"
which was approved by Council
7

5

See Appendix A.

6Roy, Robert H. and MacNeill, James H., Horizons for a Profession.

The

American Institute of CPAs, 1967.

7AICPA Planning Committee, "A Description of the Professional Practice
of Certified Public Accountants,” The Journal of Accountancy , December 1966.
See
Appendix B.

-4 as the Institute’s official description of the nature and scope of its members’

practice.

We examined these studies thoroughly, and have set forth their signif

icance in this report.
Objectives
We were directed to reexamine the Institute’s standards of admission to

the accounting profession taking into account the study of the common body of
knowledge for CPAs, Horizons for a Profession, and reactions to that report; to
restudy the meaning of the CPA certificate; and to recommend appropriate changes.

In our discussion of how to attain these objectives, we developed the
following guidelines:
1.

The policies to be developed and recommended should be prac
tical but should not be constrained by present legal implica

tions or immediate difficulties of implementation.
2.

The policies should be aimed at the point of time in the
accountant’s career when he first becomes a CPA.

This

level of competence does not represent his ultimate develop
ment, but only a threshold competence.

3.

Our recommendations should be grounded on a thorough exami
nation of the common body of knowledge for CPAs described in
Horizons for a Profession and of reactions to it, but we should

not undertake to redo the study.

The recommendations should

define those parts of the common body of knowledge which can
be obtained from college study and those parts which can be

derived from experience.
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Method of Investigation

In all our deliberations the knowledge and experience of the members

of our committee were drawn upon extensively.
To obtain an understanding of the reasoning behind the existing Institute

policies, earlier studies that led to these policies along with criticisms of them
were examined carefully.

Some members of these earlier study groups were inter

viewed to obtain a sense of the conditions under which the studies were conducted

and to ascertain whether different conclusions might have been reached under
present conditions.

We also closely coordinated our efforts with those of the

committee to study the content of the CPA examination.
Reactions of educators, state board members, and other CPAs to Horizons

for a Profession were obtained from fifty seminars held to discuss the study.

More

than six hundred universities and colleges, along with some junior colleges, offer

ing programs in accounting sent representatives to these seminars.

We studied the

reports of reactions obtained at these seminars, and attended many of them.

We

also examined critiques of Horizons for a Profession for their significance.
The issues surrounding qualifying experience were identified and studied
intensively.

A preliminary position paper describing these issues was written and

opinions regarding them were obtained by distributing the paper and a related

questionnaire to members of the following committees:

board of examiners, board

of managers, committee to study the content of the CPA examination, committee on
state legislation, and our committee.

In addition, others possessing special knowl

edge of the issues completed the questionnaire.

This position paper was subsequently
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rewritten and published.8
As we developed our tentative recommendations, we exposed them as interim

reports to Council, the Executive Committee, the committee to study the content of

the CPA examination, and other CPAs concerned with the issues.

Exposures were

also made through speeches at the annual meeting of the National Association of
State Boards of Accountancy, the National Conference on State Legislation, and

other meetings.

These exposures evoked many comments which were helpful.

We arrived at our recommendations after more than two years of study,
which involved individual, subcommittee, and committee consideration of the issues.

During our deliberations we obtained the advice and assistance of others expert in

the fields of education, qualifying experience requirements, staff training
programs, and state accounting legislation — all of whom made significant con

tributions to our conclusions.

8Bruschi, William C., "The Issues Surrounding Qualifying Experience
Requirements," The Journal of Accountancy , March 1969.
See Appendix C.
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STATEMENT OF RECOMMENDATIONS

The following resolutions are recommended for adoption as Institute
policies to supersede the resolutions adopted in 1959 and amended in i960 and

1962.

Subsequent pages of this report provide the background of these resolutions.
1.

The CPA certificate is evidence of basic competence of professional

quality in the discipline of accounting.

This basic competence is demonstrated

by acquiring the body of knowledge common to the profession and passing the CPA
examination.
2.

Horizons for a Profession9 is authoritative for the purpose of

delineating the common body of knowledge to be possessed by those about to begin
their professional careers as CPAs.

3.

At least five years of college study are needed to obtain the common

body of knowledge for CPAs and should be the education requirement.

For those who

meet this standard, no qualifying experience should be required.
4.

The states should adopt this five-year requirement by 1975.

Until

it becomes effective, a transitional alternative is four years of college study

and one year of qualifying experience.
5.

The college study should be in programs comparable to those described

in "Academic Preparation for Professional Accounting Careers."10

The transitional

qualifying experience should be in public practice or equivalent experience in

industry, government, or college teaching acceptable to state boards of accountancy.

9

Roy and MacNeill, op. cit.

10Committee on Education and Experience Requirements for CPAs, "Academic

Preparation for Professional Accounting Careers," The Journal of Accountancy,
December 1968.
See Appendix D.
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6.

Candidates should be encouraged to take the CPA examination as soon

as they have fulfilled education requirements and as close to their college gradua

tion dates as possible.

For those graduating in June, this may involve taking the

May examination on a provisional basis.
7.

Student internships are desirable and are encouraged as part of the

educational program.
8.

The "Report of the Standing Committee on Accounting Education,"11

which provides that the accreditation of academic programs is the responsibility

of the academic community, is endorsed.
9.

Educational programs must be flexible and adaptive and this is best

achieved by entrusting their specific content to the academic community; however,

the knowledge to be acquired and abilities to be developed through formal education
for professional accounting are proper and continuing concerns of the AICPA.

10.

The AICPA should review periodically the standards of admission

requirements for CPAs.

11Standing Committee on Education, "Report of the Standing Committee on
Accounting Education," 1966.
See Appendix E.
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DISCUSSION

(1)

Meaning of the CPA Certificate
In arriving at our recommendation that the CPA certificate is evidence of

basic competence of professional quality in the discipline of accounting, we were ■

mindful of the work of other senior committees concerned with broad Institute policies.
Social and economic forces were studied over a period of ten years by

the former committee on long-range objectives.
in The CPA Plans for the Future.12

A summary of its findings appeared

In general the findings were that these forces

are compelling CPAs to broaden their practices beyond the traditional attest func
tion to other areas of attestation and of accounting-related services.

The planning committee succeeded the committee on long-range objectives
and focused its attention on the preparation of papers and documents to clarify
certain issues and to suggest direction to the profession’s efforts.

Its first

position paper, "A Description of the Professional Practice of Certified Public

Accountants,”

13

was approved by Council as a basic policy statement of the Insti

tute.

The theme of the "Description"is that CPAs practice in the broad field
of accounting and that their professional accounting services require not only

technical knowledge and skill, but even more importantly disciplined judgment,
perception, and objectivity.

While many hold themselves out as accountants, CPAs

12

Carey, John L., The CPA Plans for the Future.
of CPAs, 1965.
13planning Committee, op. cit.

See Appendix B.

The American Institute
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are the identified professional accountants.
Our recommendation for the meaning of the CPA certificate — evidence
of basic competence of professional quality in the discipline of accounting — is

drawn from the closing paragraph of the "Description”:

"Although their activities may be diverse, all CPAs have
demonstrated basic competence of professional quality in the
discipline of accounting.
It is this which unites them as
members of a profession, and provides a foundation for exten
sion of their services into new areas.

The basic competence required for the CPA certificate is demonstrated by
acquiring the body of knowledge common to the profession and passing the CPA exami
nation.

While, in this context, "basic" means the minimal level of competence

required of CPAs at the beginning of their professional careers, the term also

implies a foundation of knowledge and abilities required for professional growth

and development.

The term "professional quality," used to describe this basic

competence of CPAs, connotes the ethical and technical standards established and
enforced by the profession.

These standards distinguish CPAs as professional

accountants .

The "discipline of accounting" is defined in the "Description" as follows:
"Accounting is a discipline which provides financial and
other information essential to the efficient conduct and evalua
tion of the activities of any organization.

"The information which accounting provides is essential for
(1) effective planning, control and decision making by management,
and (2) discharging the accountability of organizations to investors,
creditors, government agencies, taxing authorities, association
members, contributors to welfare institutions, and others.

14Ibid.
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"Accounting includes the development and analysis of data,
the testing of their validity and relevance, and the interpreta
tion and communication of the resulting information to intended
users. The data may be expressed in monetary or other quantita
tive terms, or in symbolic or verbal forms."15
The proposed broad meaning for the CPA certificate recognizes that CPAs
are both in public practice and not in public practice.

This is supported by statis

tics showing the number of CPAs according to their activities.

A substantial

portion, perhaps half, of all CPAs are not in public practice.

The 1968 Report

of Council16 stated that in November 1967 36.6% of the Institute members or nearly
21,500 out of a total membership of 61,254 were not in public practice.

In addi

tion to these CPAs who are Institute members, there are another 40,000 CPAs who

are not Institute members; this latter group is comprised chiefly of CPAs not in
public practice.

We estimate that of the 101,000 CPAs, almost one half are not in

public practice.

The percentage of Institute members not in public practice

increased from 31.2% in November i960 to 36.6% in November 1967 clearly indicating
an increasing trend in the proportion of these CPAs.

(2)

The Common Body of Knowledge
17
Horizons for a Profession
is authoritative for the purpose of delineat

ing the common body of knowledge for beginning CPAs.

It is the report of the study

made by the Commission to Study the Common Body of Knowledge and was written after
extensive research and consultation.

The authors, Messrs. Roy and MacNeill,

15Ibid.

16Achieving the Profession's Objectives.

Membership of the American Institute of CPAs.
17
17Roy and MacNeill, op. cit.

1968 Report of Council to the
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emphasized basic concepts and the value of conceptual knowledge and understanding
over procedural skill in acquiring basic competence in accounting.

They also

stressed learning ability to enable the beginning CPA to grow in and with his
profession.

The study report has had wide acceptance.

The common body of knowledge delineated by Horizons for a Profession
can be acquired through collegiate study.

This conclusion is based on our study

of Horizons for a Profession, the reactions obtained from the seminars referred

to earlier in this report, and examination of other critiques.

(3)

Five Years of College Study — Ho Experience Requirement

To obtain this common body of knowledge, at least five years of college
study are needed.

This determination resulted from our analysis of Horizons for

a Profession for the preparation of the paper "Academic Preparation for Profes
sional Accounting Careers."18

The acquisition of this knowledge can come about

in a number of ways, four years undergraduate study with a concentration in business

followed by a fifth year of study, four years undergraduate study plus a two-year
masters program in business, etc.

The ways in which the education is attained may

vary and no attempt is made to specify which is the most desirable.

tion of the requisite knowledge is the sole criterion.

The acquisi

Consequently it is quite

possible that more than five years may be needed by those who do not undertake the
suggested program of study early in their college careers or transfer to the program

from other disciplines.

The trend is for college students to undertake programs of study that

18Committee on Education and Experience Requirements for CPAs, op. cit.
See Appendix D.
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require more than four years to complete.

Now at least 1U^ of the CPA candidates

have attended graduate school.

The year 1975 is intended to he a target date for the adoption of the
requirement for five years of college study.

It is realized that not all juris

dictions will be able to adopt the five-year requirement by 1975 but a large number
are expected to do so.

For those which have not, the year provides a focal point

for further efforts for progressive legislation.

The recommendation that no qualifying experience should be required of
those who complete five years of acceptable college study is made as a consequence
of our study of the issues.

These issues are discussed in the paper "The Issues

Surrounding Qualifying Experience Requirements."19

The reasons for our recommenda

tion are summarized as follows:
1.

We have concluded that the common body of knowledge delineated
by Horizons for a Profession can be best obtained through

college study.
2.

We recognize a clear-cut distinction between the value of
experience and the value of an experience requirement.

There

can be no question about the value of experience but there is
serious doubt about the value of present-day experience require

ments.

3.

It is unreasonable to require a period of qualifying expe
rience for which uniform standards cannot be set and which

19Bruschi, William C., op. cit.

See Appendix C.
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cannot be effectively policed.

4.

Experience requirements smack of apprenticeship which is
inappropriate for a learned profession.

5.

The continuing dilution, reduction, and elimination of
experience requirements is positive evidence of their

ineffectiveness and of the trend toward eventual elimina
tion of all experience requirements.
6.

There is no evidence that CPAs obtaining their certificates
in jurisdictions without experience requirements are more

often guilty of infractions of the Rules of Professional
Conduct or substandard practice than those with extensive

experience.
7.

A fifth year of college study is of greater benefit to the
CPA than a year or two of experience as a junior staff member
of a CPA firm.

While the first years of appropriate expe

rience may enhance certain qualities such as professionalism

and technical competence, a college program of at least
five years permits the attainment of both breadth and depth

of knowledge that is unlikely to be obtained from a four-

year program and satisfying an experience requirement.
While the foregoing reasons are the bases for our recommendations, there

are two practical considerations which further support our position.
1.

Most CPAs who plan to practice independently will take

a position with an established CPA firm for a few years.
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2.

Even in the absence of an experience requirement, the time
needed to pass all parts of the CPA examination will

provide most candidates with a period of practical expe
rience.
(4)

Transitional Alternative
The transitional alternative to five years of college study is four years

of college study with one year of qualifying experience.

This alternative is

intended to remain in effect only until five years of college study are required.
We do not regard the year of qualifying experience as equivalent to the fifth

year of college study.

Whatever benefits are obtained from qualifying experience,

they are not a substitute for the breadth and depth of a five-year program of
college study.

Extra professional development courses and additional self-study

are needed by those becoming CPAs under this alternative.
(5)

Nature of College Study and Experience

The college study of those preparing for the profession should be in
programs comparable to those described in the paper "Academic Preparation for

Professional Accounting Careers."

The four- and five-year programs described

in this paper are offered for the guidance of those responsible for planning college
curricula and for those CPAs who need to reexamine their own academic preparation.

The paper is based on an analysis of Horizons for a Profession.

It is not intended

to be prescriptive, nor is it to be used for the imposition of rigid curriculum

requirements upon colleges and universities.

20

Most importantly, it should not be

Committee on Education and Experience Requirements for CPAs, op. cit.
See Appendix D.
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the basis of statutory regulation.
The one year of qualifying experience under the transitional admis
sion requirement may be in public practice or in industry, government, or college

teaching, all as acceptable to state boards of accountancy.

Generally state boards

are taking this broad view of their experience requirements and accepting many
types of experience in lieu of public practice.

Special mention is made of college

teaching of accounting because those who prepare the entrants to the profession
should be members of the profession.

(6)

Time of Taking CPA Examination

Candidates should be encouraged to take the CPA examination as soon as

they have fulfilled educational requirements and as close to their college gradua
tion dates as possible.

Attempting the CPA examination early provides the candi

date with a measure of his abilities relative to other candidates, and those
passing the examination promptly gain additional self-confidence and professional

stature, and can devote their full energies to professional progress and continuing

education.
A candidate graduating in June should be permitted to write the May

examination on a provisional basis.

At this point in his career, his academic

knowledge is freshest, and his talent to write examination papers at a peak.

The state boards of accountancy of some of the most populous jurisdictions now
permit students, who can provide assurance that they will graduate in June, to
write the May examination.

Examination grades are released to these candidates

when they present evidence of satisfying the education requirements.
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(7)

Student Internships
We believe that student internships are desirable and should be encour

aged as part of the educational program because, if carefully planned, they bring

more meaning to subsequent college study.

The standards under which internships

should be established are those set forth in "Statement of Standards and Respon

sibilities Under Public Accounting Internship Programs."21
(8)

Accreditation of Academic Programs

The "Report of the Standing Committee on Accounting Education"22 is

endorsed.

This report recognizes that the accreditation of academic programs is

the responsibility of the academic community and provides a practical means for
evaluating accounting programs.

The standing committee on accounting education was composed of repre
sentatives of the American Accounting Association, the American Association of

Collegiate Schools of Business, the Association of CPA Examiners (now the National
Association of State Boards of Accountancy), and the American Institute of CPAs.

The standing committee’s report has been accepted as an official policy by the
four participating associations.
(9)

AICPA Role in Formal Education

Educational programs must be flexible and adaptive to meet changing

21

Committee on Accounting Personnel of the American Institute of Accoun
tants and Committee on Faculty Residency and Internship Programs of the American
Accounting Association, ’’Statement of Standards and Responsibilities Under Public
Accounting Internship Programs," The Accounting Review, April 1955.
22

Standing Committee on Education, op. cit.

See Appendix E.
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conditions such as academic and scientific developments, changes in professional
practice, and improvements in the academic quality and ability of members of the
faculty and the student body.

Flexibility and adaptability of educational programs

can be best achieved by entrusting the specific content of the programs to the
academic community.

The knowledge to be acquired and abilities to be developed through formal
education for professional accounting are, however, proper and continuing concerns
of the Institute.

These concerns rest on the awareness that the destiny of the

accounting profession is largely dependent upon the quality of the entrants to

the profession and the adequacy of their preparation.
(10)

Periodic Review by AICPA

The conditions that influence the standards of admission requirements
for CPAs are continually evolving and should be restudied periodically by the AICPA
to determine the proper actions to be taken.
within ten years.

Such restudy should be undertaken

Periodic reexamination of the standards of admission will pro

vide assurance that the profession’s entrants continue to be qualified to carry
on the profession’s service to the public.

Respectfully submitted,
Committee on Education and Experience
Requirements for CPAs

Elmer G. Beamer, Chairman
Neil C. Churchill
William P. Hutchison
Charles E. Johnson
James H. MacNeill
Herbert E. Miller
Ellsworth H. Morse, Jr.

March 1969

William B. Petty
Leonard Price
Gerald C. Schroeder

* * * *

Guy W. Trump, Director of Education
Robert E. Schlosser, Director of
Professional Development
William C. Bruschi, Director of Examinations

APPENDIX A

RESOLUTIONS ADOPTED BY COUNCIL IN 1959, 1960, AND 1962 PERTAINING TO
EDUCATION AND EXPERIENCE REQUIREMENTS FOR CPAs
Upon the recommendation of the special coordinating committee to study

the Report of the Commission on Standards of Education and Experience for CPAs
Council adopted the following resolutions in May 1959:

1.

That the long established meaning of the CPA certificate as evidence

of demonstrated competence for the practice of public accounting be continued.
2.

That a baccalaureate degree be made a requirement for the CPA cer

tificate; that proportions among accounting, business, and nonbusiness subjects
in the curriculum recommended by the American Accounting Association Standards

Rating Committee are desirable; that those earning baccalaureate degrees with

considerable variations from these proportions be considered deficient and be
required to present evidence of equivalent study.

3.

That studies be made by the AICPA Committee on Personnel Testing

to ascertain whether the tests in the AICPA testing program can be adapted or new

tests developed to serve the purpose of screening applicants for postgraduate
accounting educational programs.

4.

That postgraduate education for careers in public accounting is

desirable and that as soon as it is feasible postgraduate study devoted princi

pally to accountancy and business administration become a requirement for the CPA
certificate.

5.

That an advisory committee of the AICPA preferably acting in coopera

tion with representatives from the American Accounting Association, and the American
Association of Collegiate Schools of Business, be formed to assist interested

schools in planning and revising courses and programs for educating accountants

and to assist existing accrediting agencies and associations in evaluating account

ing courses and curriculums.
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6.

That student internship as a part of the student’s educational

program be optional; that plans be developed by a committee of the AICPA so that
internships may be well organized and carefully supervised by schools and practi
tioners when used; and that serious effort be made toward answering the problem
of whether internships should be provided to all who qualify.
7.

That an experience requirement be retained; that with the baccalau

reate degree with or supplemented by evidence of study of accounting, to the
extent set forth in Resolution 2, the experience be not less than two years;

that as education is extended beyond the baccalaureate degree the length of expe
rience should be reduced but should not be less than one year; that the experience

should be under the guidance of a CPA and some of the experience should be in the

area of third party reliance; and that a committee of the AICPA should prepare a
statement as to what, in general, should be an acceptable type of experience for

the CPA certificate.
8.

That the existing purposes and level of the CPA examination be con

9.

That a candidate be permitted to take the examination when he feels

tinued.

adequately prepared, but not before he has successfully completed the recommended

educational requirements.
10.

That the CPA certificate be awarded after the candidate has success

fully completed the examination and experience requirements.

11.

That individual practitioners and the American Institute of Certified

Public Accountants cooperate in rendering assistance to colleges by such means as

providing instructional materials drawn from business; providing student scholarships
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and. internships; providing funds for advanced study by faculty members; endowing
professorial chairs; providing faculty residencies; and by serving as or providing

special lecturers.
12.

That state society committees on state legislation should consider

local conditions in timing any recommendation for necessary legislation.

13.

That the AICPA take the leadership in causing periodic reviews of

education and experience for CPAs.
Resolution #7 was amended in i960 to the following:
7.

That an experience requirement

be retained; that with the baccalau

reate degree with or supplemented by evidence of study of accounting to the extent
set forth in Resolution 2 the experience be not less than two years; that as educa

tion is extended beyond the baccalaureate degree the length of experience should

be reduced but should not be less than one year; that the experience should be under
the guidance of a CPA or licensed public accountant (public accountant licensed
under an accountancy statute which authorizes a state board to take disciplinary

proceedings) in public practice or in an activity comparable thereto, and that some

of the experience should be in the area of third party reliance; that at least one year
of the required experience must be in the public practice of accounting; and that
a committee of the AICPA should prepare a statement as to what, in general, should
be an acceptable type of experience for the CPA certificate.

In 1962 Council amended Resolution
4.

to the following:

That postgraduate education for careers in public accounting is

desirable and that as soon as it is feasible postgraduate study devoted principally
to accountancy and business administration become a requirement for the CPA

-4certificate; that when postgraduate education is undertaken and the curriculum of
postgraduate study is devoted principally to accountancy and business administra

tion, such courses taken beyond the baccalaureate degree are deemed to compensate

for deficiencies in accounting and business courses in undergraduate study, provided

the total curriculum in accountancy and business administration shall be substan
tially the equivalent of that included in the four-year undergraduate program
recommended by the Standards Rating Committee of the American Accounting Association.
As a corollary, it is expressly affirmed that graduates receiving baccalaureate

degree in liberal arts, engineering and the like shall be encouraged to enter public
accounting, with postgraduate study devoted principally to accounting and business

administration.

APPENDIX B

A description of the

PROFESSIONAL
PRACTICE OF
CERTIFIED
PUBLIC
ACCOUNTANTS

The increasing public interest in the
professional practice of certified public
accountants has pointed up the need for
a conceptual description of the nature
of this practice.
The Council of the American Insti
tute of Certified Public Accountants
has, therefore, approved “A Description
of the Professional Practice of Certified
Public Accountants,” reprinted in this
leaflet, as a basic policy statement.
This statement is intended to serve
as the basis for more extended discus
sion of the subject, addressed to vari
ous audiences, such as students,
teachers, businessmen, investors,
bankers, and other groups.

A description of the

Professional
Practice of
Certified
Public
Accountants

CERTIFIED PUBLIC ACCOUNTANTS

practice in the broad field of
accounting.
Accounting is a discipline which pro
vides financial and other information
essential to the efficient conduct and
evaluation of the activities of any or
ganization.
The information which accounting
provides is essential for (1) effective
planning, control and decision making
by management, and (2) discharging
the accountability of organizations to
investors, creditors, government
agencies, taxing authorities, association
members, contributors to welfare insti
tutions, and others.
Accounting includes the develop
ment and analysis of data, the testing
of their validity and relevance, and
the interpretation and communication
of the resulting information to intended
users. The data may be expressed in
monetary or other quantitative terms,
or in symbolic or verbal forms.

Some of the data with which account
ing is concerned are not precisely
measurable, but necessarily involve
assumptions and estimates as to the
present effect of future events and
other uncertainties. Accordingly, ac
counting requires not only technical
knowledge and skill, but even more
importantly, disciplined judgment, per
ception and objectivity.
Within this broad field of account
ing, certified public accountants are the
identified professional accountants.
They provide leadership in account
ing research and education. In the
practice of public accounting CPAs
bring competence of professional
quality, independence, and a strong
concern for the usefulness of the in
formation and advice they provide, but
they do not make management deci
sions.
The professional quality of their
services is based upon the requirements
for the CPA certificate—education, ex
perience and examination—and upon
the ethical and technical standards
established and enforced by their pro
fession.
CPAs have a distinctive role in exam
ining financial statements submitted
to investors, creditors and other inter
ested parties, and in expressing inde
pendent opinions on the fairness of
such statements. This distinctive role
has inevitably encouraged a demand for
the opinions of CPAs on a wide variety
of other representations, such as com
pliance with rules and regulations of
government agencies, sales statistics
under lease and royalty agreements,

and adherence to covenants in inden
tures.
The examination of financial state
ments requires CPAs to review many
aspects of an organization’s activities
and procedures. Consequently they can
advise clients of needed improvements
in internal control, and make construc
tive suggestions on financial, tax and
other operating matters.

In addition to furnishing advice in
conjunction with their independent ex
aminations of financial statements,
CPAs are engaged to provide objective
advice and consultation on various
management problems. Many of these
involve information and control sys
tems and techniques, such as budget
ing, cost control, profit planning,
internal reporting, automatic data
processing, and quantitative analysis.
CPAs also assist in the development
and implementation of programs ap
proved by management.
Among the major management prob
lems depending on the accounting
function is compliance with tax re
quirements. An important part of the
practice of CPAs includes tax planning
and advice, preparation of tax returns,
and representation of clients before
government agencies.

CPAs also participate in conferences
with government agencies such as the
Securities and Exchange Commission,
and with other interested parties, such
as bankers.

Like other professional men, CPAs
are often consulted on business, civic
and other problems on which their

judgment, experience, and professional
standards permit them to provide help
ful advice and assistance.
The complexities of an industrial so
ciety encourage a high degree of
specialization in all professions. The
accounting profession is no exception.
Its scope is so wide and varied that
many individual CPAs choose to
specialize in particular types of service.
Although their activities may be
diverse, all CPAs have demonstrated
basic competence of professional
quality in the discipline of accounting.
It is this which unites them as members
of one profession, and provides a
foundation for extension of their serv
ices into new areas.

Approved by Council at the meeting
of October 1, 1966 as an official state
ment of policy of the American Insti
tute of Certified Public Accountants.

AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE • NEW YORK, N.Y. 10019

APPENDIX C

An examination of the debate over whether

accounting experience should be a requirement for
the CPA certificate, with a view to making
all such requirements more nearly uniform.

ISSUES SURROUNDING QUALIFYING
EXPERIENCE REQUIREMENTS
BY WILLIAM C. BRUSCHI

more than twenty years there has been dis
appear to be continually fighting rear-guard ac
agreement about the wisdom of requiring a spe
tions.
cified length, and trying to require a specified qual
Another reason is the publication of the study,
ity, of accounting experience prior to issuance of
Horizons for a Profession,1 and the reactions to it.
the CPA certificate. Discussions, which sometimes
This study recommends a common body of knowl
become emotional arguments, of the need for ex
edge to be possessed by those about to begin their
perience requirements continue to take place at
careers as CPAs. Reactions were obtained at 50
professional meetings for reasons to be mentioned
seminars on the study held in 1967 and 1968. Sem
below. Examination of these arguments shows
inar participants included educators from nearly
that they involve the same issues that have been
600 colleges and universities, members of state
debated before.
boards of accountancy, and interested CPAs. While
The purpose of this article is to identify these
a few questioned the extent of certain subject mat
issues in the hope that identification can help settle
ter delineated by the study, all participants seemed
the arguments and open the way to more nearly
to agree that the common body of knowledge could
uniform requirements for the CPA certificate.
best be obtained from collegiate study. This ques
Experience requirements have been debatable
tion may then be asked: If collegiate study can best
for a number of reasons. One reason is the continu
provide the common body of knowledge needed by
ing pressure for their dilution, reduction or elimin
CPAs at the outset of their careers, is there a need
ation. Narrow requirements are under attack to
for experience requirements?
have them broadened to include many types of ex
The Institute’s committee on education and ex
perience. Broad requirements arc assailed as mean
perience requirements for CPAs, under the chair
ingless anachronisms that should be eliminated.
manship of Elmer G. Beamer, has been studying
Each victory of the attackers is added to the weight
requirements for admission to the profession since
of prior victories to overwhelm the defenders who
1966. The committee’s position paper, “Academic
Preparation for Professional Accounting Careers,”2
gives illustrative collegiate programs for acquiring
William C. Bruschi, CPA, has been a member of the
the common body of knowledge. The committee’s
American Institute of CPAs’ staff since 1959 and director of
report, containing recommendations for Institute
the Institute’s examinations division since
education and experience policies, will be com1965. In this capacity he has staff respon

F

or

sibility for preparing and grading the Uni
form CPA Examination. He also pro
vides staff services to the Institute’s
committee on education and. experience
requirements for CPAs. Other articles
by Mr. Bruschi have appeared in The

Journal.
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1 Roy, Robert H. and MacNeill, Janies H., Horizons for a
Profession, American Institute of CPAs 1967.
2 Committee on Education and Experience Requirements
for CPAs, “Academic Preparation for Professional Ac
counting Careers,” JofA, Dec.68, p. 57.
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pleted this spring. Exposures of the committee’s
tentative recommendations also directed attention
to experience requirements.
This article on the issues surrounding experience
requirements was prepared from information gath
ered for that committee. The closely related matter
of the meaning of the CPA certificate will be dealt
with in the committee’s report.
Some of the information presented in this article
is drawn from an earlier paper on qualifying ex
perience prepared by the author. The reactions to
that paper were obtained by distributing it and a
related questionnaire to members of the Institute’s
Board of Examiners and Professional Develop
ment Board and to members of the committees on
education and experience requirements for CPAs,
study of content of CPA examination, and state
legislation. In addition, a few others who possess
special knowledge of the issues were asked to study
the paper and to complete the questionnaire.
THE ISSUES SURROUNDING
EXPERIENCE REQUIREMENTS

Two principal sets of issues can be summarized
by the following questions:
1. Can professional experience substitute for col
lege education?
2. Are there special qualities added by the first year
or two of professional experience that cannot be
obtained from college study?
The first set of issues, that some specified number
of years of accounting experience and self-study is
equivalent to a college degree with a concentration
in accounting, stands in the way of universal enact
ment of a college degree requirement for the CPA
certificate. The debate over these issues is carried
on between those sponsoring requirements for col
lege degrees and those who are unaware of the
high level of professional competence needed to be
a CPA and continue to believe that knowledge ob
tained from beginning auditing experience is suf
ficient.
There is general agreement in the accounting
profession on the need for a college degree with a
concentration in accounting. Few young men can
get a job in public accounting without a college de
gree. Data on CPA candidates’ academic prepara
tion were obtained from Uniform Statistical In
formation Questionnaires completed for the five
examinations beginning with the November 1964
CPA examination. These data show that about 95%
of the CPA candidates have college degrees or
have attended college. The remaining 5% studied at
proprietary accounting schools or took correspond
ence courses. These data also show that 14% of the
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candidates included in the 95% attended graduate
schools and this percentage is increasing; in cer
tain states the percentage is greater than 14%.
Thirty states have enacted legal requirements for
college degrees, which are in effect now or will be
in the near future. Plans are being made in other
states for enactment of similar requirements. But
these statutes are merely standardizing what lead
ing accounting firms are insisting upon anyway.
The laws add little as far as the profession’s stand
ards are concerned; they serve primarily to make
clear to potential entrants and others outside the
profession that a college education is necessary.
Since there is virtually universal acceptance by
the accounting profession of the need for a college
education, it can be expected that eventually there
will be universal enactment of legal requirements
for college degrees. This will be accomplished as
effective programs are mounted to convince state
legislatures that CPAs are at the level of profes
sionalism that requires a college degree.
It should be remembered, however, that the
profession’s acceptance of the need for college de
grees is recent. As late as the 1940’s many practi
tioners believed that the principal means of prep
aration should be the same as theirs was: four, five,
or more years of practical experience and enough
formal education to pass the CPA examination. In
deed, there is still a controversy in some other coun
tries as to whether preparation for the profession
should be grounded on college study or on articled
clerkships.
The second set of issues, which stems from the
first, concerns the requirement for college-educated
accountants, who have passed the CPA examina
tion, to have a year or two of practical accounting
experience before becoming CPAs. The require
ment implies that certain qualities which may be
expected of beginning CPAs cannot be obtained
solely from collegiate study, but can be acquired
only through practical accounting experience.
These qualities are (1) professionalism, (2) tech
nical competence, and (3) administrative ability.
The divergence of ideas over the need for experi
ence requirements results in a wide range of opin
ions about the period, if any, and type of experience
required for the CPA certificate. The range is from
eight jurisdictions3 that require no experience for
3The eight jurisdictions are Maryland, North Dakota, Okla
homa, Puerto Rico, West Virginia, Montana, Colorado,
and Florida. The first five require no experience if a re
quirement for a college degree is met. Montana does not
require a college degree or experience. Colorado and
Florida require no experience if a specified fifth year of
college accounting study is completed. In addition to these
eight, Illinois issues the CPA certificate with no experience
but requires one year of experience under a CPA before
granting the license to practice.
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the CPA certificate under varying conditions to
nine jurisdictions that have narrow requirements
which recognize only public accounting experi
ence. Under these narrow requirements a lifetime
of accounting experience not in public practice is
not considered equivalent to a year or so as a junior
staff member of a public accounting firm.
Between these extremes are forty-four jurisdic
tions that accept government auditing experience
as equivalent, or nearly so, to public accounting ex
perience. Some accept almost any type of experi
ence, be it public, government, industrial, or teach
ing. These forty-four jurisdictions include some of
the eight “no experience” states which require ex
perience if their education requirements are not
fulfilled.
This article is concerned chiefly with the second
set of issues since there is general agreement in the
profession on the first set relating to the lack of
equivalence of college study and practical experi
ence.
General agreement on the second set of issues is
needed for a number of reasons. First, the wide var
iation in experience requirements creates the ap
pearance of a profession uncertain of its standards,
and may create doubt in the minds of those outside
the profession regarding the uniformity of the com
petence of CPAs. Another reason is to facilitate the
interstate recognition of CPA certificates, a prob
lem of which CPAs are well aware. And finally
some potential recruits, who are often the brightest
and most desirable, are dissuaded or prohibited
from becoming CPAs by narrow requirements. For
example, in the last six years two Sells Gold Medal
Award winners, those receiving the highest grades
on the CPA examination, stated that they had no
intention of satisfying experience requirements to
become CPAs. In the same vein narrow experience
requirements deter college accounting professors
from becoming CPAs; this means that some of those
who are responsible for the academic preparation
and involved in the recruitment of entrants to the
profession are themselves denied the opportunity
of becoming CPAs.
THE QUALITIES GAINED FROM
QUALIFYING EXPERIENCE

Discussions of the need for an experience re
quirement often center on the qualities gained from
the prescribed period of experience. Advocates of
such a requirement hold that beginning CPAs must
have certain qualities which are best obtained from
experience, and that these qualities cannot be
taught in the classroom or, if taught, do not have
the same depth of significance. Opponents main
tain, however, that benefits obtained from a year or
two of experience as a junior accountant are exag
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gerated and do not merit the imposition of the re
quirement.
To place these pro and con arguments in per
spective, it is necessary to review the qualities held
to be derived from qualifying experience and the
arguments relating to them.

Professionalism. Advocates of qualifying experi
ence maintain that experience imbues the candi
dates with an awareness of the implications of pro
fessionalism. Since professionalism has many fac
ets, the more important ones should be examined.
One facet of professionalism is that the junior ac
countant learns to view himself as a professional
individual. Advocates of experience requirements
believe that this period of exposure fosters the de
velopment of personal attitudes that are reflected
as a professional image.
Those against an experience requirement argue
that there are means of gaining a sense of profes
sionalism other than imposed employment. Educa
tion is probably the most important one. A profes
sional image results from self-confidence developed
through reliance upon one’s own abilities; it is not
a theatrical facade. Many persons with years of ac
counting experience never rise above the clerical
level, whereas others, with appropriate education
but with no accounting experience, come to the pro
fession’s ranks with an attitude and understanding
of professionalism.
Another facet of professionalism is an apprecia
tion of professional ethics. Through experience, ad
vocates of this position maintain, true professionals
learn the practical application of the rules of pro
fessional conduct. This extends beyond mere lip
service to an application of the spirit of the rules.
Practical experience develops an understanding of
the significance of professional independence.
Those opposed to experience requirements con
tend that the application of rules of professional
conduct is dependent upon the person’s general at
titude and moral fiber. These qualities stem from
his lifelong environment and education, and not
from a year or two of experience as a junior ac
countant. A candidate can obtain a knowledge of
the rules of professional conduct through educa
tional processes before beginning his professional
career, and should not depend upon his employer
for this fundamental knowledge. The proper atti
tude of mind coupled with a knowledge of the rules
of professional conduct will provide the young CPA
with the guidelines he needs for ethical behavior.
Another aspect of professionalism claimed to be
gained from qualifying experience's an awareness
of the level of competence expected of a profes
sional. The professional knows his own limitations
and does not overestimate his abilities. Underlying
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this argument is the apprehension that a CPA,
without the requisite experience, might commit an
act damaging to the reputation of the profession.
Opponents of experience requirements assert
that the beginning CPA seldom overestimates his
abilities. The opposite is true—he is rarely stretched
to the full extent of his abilities. The responsibili
ties of the young accountant employed by an ac
counting firm arc limited by his superiors, whether
he is certified or not. On the other hand, the young
CPA starting his own practice, which he will rarely
do without having served voluntarily on the staff
of a CPA firm, will have a potpourri of small clients
with simple problems to solve. Only through his
own professional growth and reputation will the
independent CPA practitioner attract more sub
stantial clients with complex problems.
Furthermore the few CPAs who have been
charged with unethical behavior or with substand
ard practice invariably have had five, ten, or more
years of experience. Often their moral fiber has
been weakened by financial pressures which induce
them to violate the rules of professional conduct.
And financial pressures may also result in substand
ard practice through failure to set aside time for
staying abreast of professional developments. The
downfall of these unfortunate CPAs cannot be at
tributed to an absence of experience.
It must be acknowledged that, during the early
years of this century when experience requirements
were developed, education for accountancy did
not develop a sense of professionalism. At that
time, and until recent years, the purpose of edu
cation for accountancy was chiefly the teaching of
accounting techniques and auditing procedures.
With this philosophy prevalent, it is understand
able that professionals should have insisted that
the integrity implicit in their services could be ac
quired only through experience. The education
available did not provide these values.
But professional education has changed and is
now generally aimed at personal development of
students. The teaching of specialized techniques
and procedures, seldom encountered outside the
classroom, has been reduced or eliminated. Profes
sional education is concerned with developing abil
ity to order thoughts and with inculcating attitudes
which characterize cultivated and ethical persons.
And these attitudes are the values sought by the
accounting profession in its recruits.
In summary, the issue is this: Which does more
today to inculcate a sense of professionalism—pro
fessional education, or experience acquired as a
junior accountant to fill an experience require
ment?

Technical Competence. A second quality held
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to be derived from qualifying experience is techni
cal competence and closely related professional
judgment.
Technical competence involves both the acquisi
tion of knowledge typically not acquired in the
classroom and the sharpening of classroom-ob
tained technical knowledge through practical ap
plication. Overall, the candidate learns to apply his
conceptual knowledge in practical situations.
The technical knowledge held to be obtained
from practical experience and not from the class
room includes such matters as an awareness of how
accounting information flows through accounting
records, and an acquaintance with the details of
business transactions that should not be taught in
the time available in the classroom.
Classroom-obtained technical knowledge that is
sharpened by practical experience is usually re
lated to the applications of auditing procedures
and of accounting principles. The candidate learns
how to deal with clients and conduct an audit,
how to apply accounting principles in practical sit
uations, and how to prepare the auditor’s report.
As his textbook technical knowledge is honed
by practical experience, the candidate develops
professional judgment. He learns the elusive con
cept of materiality. He becomes aware of profes
sional risks—the matching of increased security
with the cost of the time needed to obtain the se
curity. He learns that professional accounting is an
art, not a science.
Those opposed to experience requirements say
that this attribute of technical competence, while
desirable, is not actually obtained to the extent
imagined from the first year or so of experience as
a junior accountant. They argue that the essential
elements of technical competence can be obtained
from college study. College courses in accounting
systems and procedures can provide a knowledge
of how accounting data flow through accounting
records that is more comprehensive than the knowl
edge gained from the first years of experience cus
tomarily spent in auditing segments of accounting
systems. And they doubt the merit of requiring
accumulation of business transaction details that
are unlikely to recur.
There is limited educational value to a relatively
brief period of experiences. Too often the pressures
of practice and the need for utilizing the junior’s
talents for economic advantage result in assign
ing repetitive tasks that he can do quickly and
accurately. These tasks do not provide him with
the imagined broad range of experiences. It is high
ly unlikely that the junior will have a part in dealing
with clients and conducting the audit, arriving at
decisions regarding the application of auditing
procedures and accounting principles, and prepar
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ing the auditor’s report; the senior members o£ the
stall participate in such deliberations and activi
ties, and the junior members do not. Probably the
junior gains more knowledge during this period
from his accounting firm’s training programs, where
they exist, than from his work in the field.
The fundamentals of professional judgment,
materiality, and professional risk can be taught in
the classroom. An awareness that professional ac
counting is an art and not a science is probably
better developed through classroom instruction.
The value of experience cannot be measured
in terms of time. Measurement must be in terms
of varied tasks and how well these tasks are per
formed. Little new knowledge is learned from rep
etitious experience. A junior who reconciles sixty
bank statements actually has the experience of re
conciling one bank statement sixty times.
The success of efforts of the state boards of ac
countancy to control the quality of experience is
questionable. The continued broadening of re
quirements to embrace many types of accounting
experience compounds the state boards’ problems
of evaluating experience offered as qualifying.
Among state board members serious controversy
exists as to the effectiveness of their efforts to
measure the quality of experience and there is fear
that the broadened requirements may influence
some employers to complete experience affidavits
mechanically.
The issue of technical competence can be
summed up by the following question: Is the tech
nical knowledge obtained at universities adequate
for CPAs beginning their careers, or do they also
need the skills acquired in a year of practice?

Administrative Ability. The third quality held to
be obtained from qualifying experience is adminis
trative ability, which includes the management of
a CPA practice and the undertaking of professional
engagements.
This administrative ability covers a wide area of
knowledge ranging from personnel policies within
the firm to policies pertaining to clients. It is claimed
that the junior accountant learns where and how
a CPA firm obtains its revenue, and the expenses of
the firm. He is supposed to find out how engage
ments are negotiated and professional fees set, and
he develops an understanding of how the personnel
problems of the firms arise and are solved.
The pressures of professional service are im
pressed upon him. He becomes aware of the needs
of clients, and the need for satisfying these needs.
He becomes filled with a spirit of service and ex
periences the satisfactions derived from the social
contributions of professional service.
On the other hand, while this quality is admira
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ble, a junior accountant would not be exposed to
the administrative problems of professional ac
counting in his first year or two. CPAs earn the
responsibility for these aspects of their firm’s ac
tivities only after long experience and demonstra
tion of their capabilities along these lines. CPAs
who establish their own practices usually claim
that they gain more from professional development
courses on managing their practices than from
years of following the same procedures.
The personal satisfactions of professional ac
counting do not come to the junior accountant in
his first years of service. Usually he does not have
the maturity or the extensive knowledge that would
result in his becoming a confidant of the client;
probably he would not see the entire problem, but
only the surface details.
HISTORICAL BACKGROUND OF
EXPERIENCE REQUIREMENTS

Experience requirements have evolved from con
ditions which existed in the nineteenth century,
when the practice of public accounting in the
United States was beginning.
Although the accounting profession in this coun
try was dominated by English auditors in those
early years, it did not adopt the English system of
articled clerkships. The first American public ac
countants obtained much of their knowledge of
accounting and auditing from practical experience,
but there seems to have been little, if any, effort
to establish articled clerkships.
The reason for the more recent preference for
scholastic training may have been characteristically
American confidence in the benefits of formal edu
cation. This confidence was shown in the nine
teenth century in the founding of free public
grammar and high schools, and later in the forma
tion of state universities and in the encouragement
of private colleges and universities through per
sonal financial assistance.
While it may have been unusual in the early days
of the profession for accountants to be college grad
uates, many of the leading accountants were un
doubtedly mindful of the advantages of a college
education. It may be assumed also that these lead
ers were motivated by a desire to emulate the med
ical, legal, and engineering professions in raising
education standards. Active proponents of formal
education included men like Charles W. Haskins,
Robert H. Montgomery, and Arthur Andersen, all
of whom also served as college professors of
accounting.
Probably the chief reason for including experi
ence requirements in the first accountancy laws was
the shortage of college-educated recruits. The
shortage arose because accounting was held in low
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regard by educators and because few young people
attended college.
Education was dominated by the classicists who
saw little academic worth in accounting and other
business subjects. Accounting had not reached its
present stage of sophistication. Nor had a library
of accounting literature been written. Few colleges
offered business or accounting courses.4 Since pub
lic accounting had not reached its present level of
professionalism, those young people who had the
moans to attend college gravitated toward the
4 Very early attempts to offer commerce or accounting
courses in coll< ge were unsuccessful. At least two univer
sities, the University of Louisiana in 1851 and the Univer
sity of Illinois in 1868, established schools of commerce
which were subsequently abandoned after six and twelve
years respectively. The low quality of the course offerings,
not at a collegiate level in the judgment of the college
officials, was probably the main reason for dropping the
courses. The honor of establishing the first successful
American collegiate school of business belongs to the
University of Pennsylvania which set up the Wharton
School of Commerce and Finance in 1881.
The formation of professional associations of accountants
in the 1880’s led to a ready exchange of ideas and the
focusing of attention upon the major problems of the pro
fession. Beginning in the 1890’s, therefore, the accounting
profession engaged in two major efforts: the enactment of
legislation in the various states for the licensing of CPAs
and the encouragement of colleges and universities to offer
instruction in accounting and business subjects. The edu
cational efforts bore fruit in the establishment of depart
ments of commerce and accounts in the following major
American universities and colleges at the indicated dates:
Agricultural College (Utah)
(1891)
Montana
(1895)
Indiana
(1895)
California (Berkeley)
(1898)
Louisiana
(1899)
Ohio (Athens)
(1899)
Dartmouth (Amos Tuck)
(1900)
New York University
(1900)
University of Chicago
(1902)
University of Denver
(1908)
Harvard
(1908)
Iowa State
(1908)
Northwestern
(1908)
Pittsburgh
(1908)
Marquette
(1910)
St. Louis
(1910)
Northeastern
(1911)
DePaul
(1912)
Boston University
(1913)
Nebraska
(1913)
Notre Dame
(1913)
Duquesne
(1913)
Oregon
(1914)
Tulane
(1914)
Washington
(1914)
Illinois
(1915)
Ohio State
(1915)
North Dakota
(1917)
Sources: American Institute of Accountants. 1917 Year
Book. Edwards, History of Public Accounting in the United
States, 1960.
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older professions—law, medicine and the ministry.
Yet the development of American business cre
ated a demand for public accounting services at a
professional level, regardless of the inability of the
educational establishment to provide adequate for
mal preparation. Under the circumstances the pro
fession had no alternative but to develop compe
tence in its entrants through practical experience.
The early accounting laws included provisions
which specified minimum periods of experience. It
was implicit in these provisions that public account
ing firms would bear a heavy responsibility for the
formal education of their staff assistants. These pro
visions evolved into today’s experience require
ments.
EXISTING INSTITUTE POLICIES PERTAINING
TO EXPERIENCE REQUIREMENTS

The existing Institute policies pertaining to ex
perience requirements are nearly ten years old, hav
ing been adopted by Council in May 1959 from the
recommendations of the special co-ordinating com
mittee to study the Report of the Commission on
Standards of Education and Experience for CPAs
(commonly called the Bailey Committee after its
chairman, the late George D. Bailey).5 These rec
ommendations were amended by Council in May
1960 and May 1962, and have stood unchanged
since then.
The adopted recommendations provided that an
experience requirement be retained and, with the
baccalaureate degree with or supplemented by
evidence of study of accounting,6 the experience
should be not less than two years. As education is
extended beyond a baccalaureate degree the length
of experience should be reduced but should not be
less than one year. The experience should be under
the guidance of a CPA or licensed public account
ant (public accountant licensed under an account
ing statute which authorizes a state board to take
disciplinary proceedings) in public practice or in
an activity comparable thereto.
The recommendations provided further that
some of the experience should be in the area of
5 Special Committee on the Report of the Commission
on Standards of Education and Experience for CPAs. Re
port to Council. The American Institute of Certified Public
Accountants, 19.59. Commission on Standards of Education
and Experience for Certified Public Accountants. Stand
ards of Education and Experience for Certified Public
Accountants. University of Michigan, 1956.
6 The recommendations adopted by Council also provided
that a baccalaureate degree be made a requirement for
the CPA certificate; that the proportions among account
ing, business, and nonbusiness subjects in the curriculum
recommended by the American Accounting Association
Standards Rating Committee are desirable; that those
earning baccalaureate degrees with considerable variations
from these proportions be considered deficient and be
required to present evidence of equivalent study.
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third-party reliance and that at least one year of the
required experience must be in the public practice
of accounting. Finally, it was recommended that a
committee prepare a statement as to what, in gen
eral, should be an acceptable type of experience
for the CPA certificate.
In compliance with this recommendation the
committee on qualifying experience (called the
Hansen Committee after its chairman, George H.
Hansen) was for. red and rendered its report to
Council in April 1961.7
Council decided to refer the report to the execu
tive committee, whose subsequent action was to
make it available to those considering the adminis
trative and legislative problems of experience re
quirements. The report attained no official Institute
status and is regarded as a research study on expe
rience.
Council’s decision was based upon discussion at
its meeting and upon objections received from
CPAs who had studied exposure drafts of the re7Committee on Qualifying Experience. Report to Council.
American Institute of Certified Public Accountants, 1961.
Taking into consideration the premises given it by
Council, the committee recommended that CPA candidates
should comply with the following criteria:
I. Type, Work experience should consist of participation
in activities of a character customarily performed by
practicing CPAs. This experience, of necessity, requires
inclusion of auditing activities (defined as the exam
ination of financial statements in accordance with gen
erally accepted auditing standards) to the extent pro
vided in (3) below.
2. Quality. All qualifying experience is to be of a caliber
which will substantially contribute to the competence
of the CPA candidate to practice. The portion consist
ing of auditing activities should be diversified and
include participation, at the highest practicable level,
in all the basic procedures customarily included in an
audit program culminating in an audit report expressing
or denying an opinion.
3. Length. The required length of a candidate’s experi
ence may vary with his education but in all events
should be at least one year. Of the total period of
experience, at least a preponderance of one year should
be spent in auditing activities of proper type and
quality after the candidate has gained adequate tech
nical knowledge, either by education, previous work
experience, or a satisfactory combination of the two.
4. Supervision. Qualifying experience should be under
the supervision of a certified public accountant for the
dual purpose of assuring (a) that the experience was
of the proper type, quality, and length, and (b) that
the criteria of regulatory agencies have been satisfied.
5. Source. Of the total required length of experience at
least one year should be in public practice. However,
it is noted that some jurisdictions and individuals rec
ognize experience obtained exclusively from sources
other than public practice. In any event, all qualifying
experience, whether obtained in public practice or in
an activity comparable thereto, should be evaluated
in terms of the preceding criteria pertaining to its type,
quality, length, and supervision.

QUALIFYING EXPERIENCE REQUIREMENTS/BRUSCHI

port. The objections centered on the opinion that
in accounting firm could not provide a staff mem
ber with the varied experience at the appropriate
level in one year as envisioned in the report. Ob
jections were received from firms with substantial
numbers of staff members, as well as from small
firms. Hence, Council’s acceptance of the report
would have established a major Institute policy that
might have been difficult, if not impractical, to im
plement.
It should be remembered that th" Hansen Com
mittee was constrained by its charge to prepare a
statement defining acceptable experience for the
CPA certificate. This blue ribbon committee stud
ied the issues for nearly two years and sought the
opinions of many knowledgeable CPAs before ar
riving at its conclusions. Despite this maximum
effort, the resultant report was unacceptable. The
report should not be regarded as an endorsement
of the recommendations regarding experience
adopted in 1959, which actually restricted the com
mittee’s study, but rather as an effort to carry out a
specific charge.
WHAT SHOULD BE DONE ABOUT
EXPERIENCE REQUIREMENTS’

The accounting profession should arrive at a deci
sion about the need for an experience requirement.
Either the period of qualifying experience should
be made meaningful, or the experience requirement
recognized as ineffectual and replaced with a re
quirement yielding more significant benefits, which
could be a fifth year of college.
To arrive at a proper decision, a distinction must
be made between the value of experience require
ments and the value of experience. This article is
concerned with the value of experience require
ments.
There can be no question about the value of ex
perience. Personal participation in activities results
in the accumulation of knowledge and the develop
ment of skills and judgment that cannot be readily
obtained in any other way. People learn by doing.
There can be no substitute, in any profession, for
the complex combination of knowledge, skills, and
judgment acquired from many years of experience.
But there can be serious question about the value
of watered-down experience requirements, origi
nally intended to prepare candidates for entry into
the profession, that have now become virtually
meaningless in many jurisdictions.
For experience requirements to be made mean
ingful, the activities comprising the experience and
the tasks to be performed must be prescribed. The
prescription should be made available to both em
ployer and employee, and both should assume re
sponsibility for the certification of the adequacy of
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the experience, and the means devised for policing
these certifications.
If experience requirements are retained, those
jurisdictions that have either fully or partly aban
doned the requirement should be pressed to rein
state it. The jurisdictions that have broad require
ments should also be pressed to tighten them. These
efforts should be made to dispel the image of a pro
fession uncertain of its standards and to bring ad
mission requirements closer to uniformity. The
profession’s position must then be that the trend
towards de-emphasizing experience requirements
is wrong and should be reversed.
On the other hand, if the period of qualifying ex
perience is of little or no significance, the account
ing profession should strengthen its education
requirements and step across the same threshold
that the legal profession did in the 1930’s when full
reliance was placed upon formal education while
clerkship requirements were generally abandoned.8
This step would recognize that the reasons for ex
perience requirements are no longer valid now that
adequate academic preparation is available.
Indeed, the existence of new educational oppor
tunities is the crux of the rationale that opponents
of the experience requirement advance. Young peo
ple can acquire in college a foundation for becom
ing technically competent accountants. They can
also acquire in college those values which are
judged to be essential to professionalism. They can
acquire both these attributes, say the opponents of
the experience requirement, more effectively in col
lege than they can acquire them through fulfillment
of an experience requirement.
A fundamental weakness to reliance upon fulfill
ment of an experience requirement for attaining
professional competence is that the competence
attained by the employee is basically limited to that
possessed by the employer. This fundamental
weakness has been summarized as follows:
It seems to me 'hat apprenticeship has one fatal
8 Comparisons with medical internships are inappropriate.
The neophyte lawyer or CPA starts his independent prac
tice with small clients and grows with them. As these pro
fessionals develop in competence, larger clients come to
them. The doctor cannot begin his practice with the small
child, not less important than an adult, nor with minor in
juries and slight illnesses. His patients come to him with
what they think
minor matters which he might have
to diagnose as symptoms of serious illnesses.
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flaw which makes it impossible to use in the cur
rent epoch, and that is its objective. The objective
of the apprenticeship is the transfer from the mas
ter to the apprentice all that the master knows, and
no more. Therefore the ceiling of education aspira
tions of the apprenticeship is the knowledge of the
master. This was undoubtedly a valid educational
objective in the nineteenth century, perhaps even
in the first half of the twentieth century, when the
rate of discovery was relatively slow and the rate
of discovery of new skill was even slower. But now
our educational objective must be to provide a
mechanism wherein the student of this generation
may stand on the shoulders of all the preceding
generations and then go beyond. Therefore the
student must always surpass the teacher, and the
apprentice must surpass the master.9

Horizons for a Profession is an authoritative de
scription of the common body of knowledge for
beginning CPAs but at least five years of college
study are needed to acquire such knowledge. Par
ticipants in the seminars held on Horizons for a Pro
fession generally agreed that the described body of
knowledge can be obtained from college study. The
committee on education and experience require
ments for CPAs concluded from its study of Hori
zons for a Profession and seminar reports for its
position paper “Academic Preparation for Profes
sional Accounting Careers”10 that at least five years
of college study are needed to acquire the knowl
edge.
The current admission requirements of the pro
fession now generally require at least five years—
except in the “no experience” states—to fulfill. Since
the trend is for the experience requirement to be
further reduced or watered down, the time is at
hand for the profession to consider the advisability
of replacing experience requirements with a re
quirement for a fifth year of college study. While
some benefits, such as enhancement of profession
alism and technical competence, may be obtained
from the first year or two of good qualifying experi
ence, a fifth year of college study offers greater
benefits to the beginning certified public account
ant and to the profession of public accounting as a
whole.
9Millis, John S., Chancellor of Case Western Reserve Uni
versity, Lowell Lecture (Harvard University), “The Uni
versity President’s Views of Medical Education and
Medical Care,” February 16, 1966.
10 Committee on Education and Experience Requirements
for CPAs, op cit.
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Appendix D

Academic preparation for

professional
accounting careers

Introduction
Subsequent to the publication of Horizons for a Profession1 in March,
1967, the president of the American Institute of Certified Public Account
ants appointed a committee on education and experience requirements
for CPAs. The committee was charged with reviewing the conclusions of
Horizons and recommending to the executive committee a position on
education and experience for CPAs as a basis for Institute policy.
In order to provide an opportunity for educators to study and discuss
Horizons, the American Institute of CPAs cosponsored with business
schools throughout the country a series of 50 seminars. The committee, in
reviewing the reports of these seminars, became aware that accounting
educators felt a need for more specific guidance on curriculum than was
provided by the report.
This paper is prepared to fulfill both objectives—to recommend a posi
tion to the executive committee and to provide more specific guidance to
planners of accounting curriculums.
The committee notes the expanding role of the accountant in society and
believes that the recommendations specified in Horizons need to be adopted
if accountants are to be equipped to play this role. We therefore endorse
the recommendations of the report. We note, too, the trend toward placing
greater reliance on formal education and less on on-the-job training as
a means of professional preparation. We agree that this development is
desirable and believe that the body of knowledge necessary for entrance
into the profession will and should be acquired as a part of the collegiate
education. But our analysis of the recommendations leads us to conclude
that the mastery of the body of knowledge which is commensurate with our
1 Robert H. Roy and James H. MacNeill, Horizons for a Profession, American Institute
of Certified Public Accountants, New York City, 1967.
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public responsibility will require not less than five years of collegiate study.
Thus the committee recommends that the Institute recognize the need for
education beyond the baccalaureate degree for those who stand prepared to
enter the profession. It further recommends that the Institute neither
specify in terms of courses or course hours how this education should be
attained nor encourage such criteria to be made a matter of law or regula
tion.
Business education must not only pace but anticipate the changes that
take place in business and in the accounting profession. To do this, educa
tional programs must be flexible and adaptive, and this is best achieved by
entrusting their specific content to the academic community. Notwithstand
ing, the committee believes that the scope, purpose and general content of
the formal education for professional accounting are proper concerns of the
Institute. The profession’s view of the educational requirements for en
trance into the profession has been stated in Horizons for a Profession.
The charge of this committee has been to examine the implications of
Horizons on career preparation and training, be it through experience
or formal education.
The committee believes that the implications for formal education can
best be determined by examining an educational program that could, in its
opinion, carry out the objectives stated in Horizons. This program consti
tutes the bulk of this report and should be viewed as what it is, one possible
mechanism for implementing Horizons for a Profession.
Preparation for accounting careers is now achieved in a variety of in
stitutional settings—in the four-year liberal arts school, the undergraduate
business school, the two-year junior college plus two years in a senior col
lege, undergraduate business study followed by graduate work or a fouryear nonbusiness program supplemented by graduate business school.
Regardless of the institutional setting in which a student completes his
career preparation, the scope and content should approximate what is
described hereinafter. This program is intended to be descriptive rather
than prescriptive. The program implied by Horizons is referred to as the
Model Program to distinguish it both from actual programs that may be
in existence and from those transitional programs that practical circum
stances may require. The captions for the various segments of the program
are intended as generic terms rather than as course titles, and the designa
tion of course credit hours is used to suggest the committee’s conclusions
as to the relative emphasis that should be given to the various course seg
ments or topics. This designation was adopted because credit hours are
widely understood as a common measure of such emphasis. It should be
stressed, however, that the course designation and hours are prepared only
for possible curriculum guidance and not for legislative prescription.
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The Model Program
The committee views education for professional accounting as composed
of two parts—General Education and Business Education. Because of the
natural importance of accounting education to professional accounting,
the committee has treated accounting as a separate section under General
Business. This should not he taken to imply that accounting courses are
not a part of General Business education or that General Business is not
closely connected to the practice of accounting. The distinction made here
is for expository purposes only.

General Education
That part of the program generally embraced by the term ‘‘general
education” should account for approximately 40 per cent of the five-year
program, or 60 credit hours—equivalent to 50 per cent of a normal 120
hour undergraduate program. While the accounting profession requires
that entrants into its ranks be educated men and women, possessing both
the capability to continue to learn, develop, and grow and the foundation
on which to build, the content of a CPA’s general education cannot be
definitely identified in terms of the demands of professional practice.
Hence no attempt is made here to prescribe in toto the contents of this
portion of the program. The student should come to understand man him
self, his history, the philosophies by which he lives,the language by which
he communicates and the arts and sciences which enrich his existence.
Certain topics, generally embraced within the scope of general education,
have a more direct relationship to the requirements of professional prac
tice. Among these are communication, behavioral sciences, economics, ele
mentary accounting, an introduction to the computer, and mathematics.
3

Communication—6-9 semester hours
Effective communication, both written and oral, is an indispensable
skill of the professional. We are unconcerned with the method adopted
by the schools to assure that the student has acquired these skills. But we
would recommend that in every course the student be required to demon
strate his continuing ability in written communication. Our concern is not
with literary style but with the student’s ability to convey the intended
message clearly, concisely, and precisely, without errors in grammar, punc
tuation and spelling.

Behavioral Sciences—6 semester hours
The profession's concern for the behavioral sciences derives from the
need of the CPA to understand individual and group behavior, the decision
process, and organization theory. Topics of specific interest would include
authority, learning, motivation, conflict, and innovation. He needs to know
the process by which individual and organizational decisions are made.
And as a member of an organization, working with and for other complex
organizations, the CPA needs to understand the formal and informal net
works of individuals and groups within the organization, chains of com
mand, fixing of responsibilities, cross loyalties, information flows, and
controls.

Economics—6 semester hours
That the accountant should have a good understanding of economics
seems to us obvious. But the determination of what courses are required
in order to develop that “good understanding” is not so obvious. Any
determination of the quantity and nature of the contents of the economies
study necessarily involves trade-offs between the essential and the desir
able, and between economics and other disciplines which can also contribute
to the knowledge of the accountant. But it is clear that, as part of his gen
eral education, the student should study both macro-economics and micro
economics at the introductory level. Other recommended economics will be
discussed in the section on General Business.

Elementary Macro-Economics. It is important, at the outset, that the
accountant acquire an overview of the operations of the economy as a whole.
This overview should include consideration of national income measure
ment, monetary and fiscal theories and policies, employment, economic
growth, international economics, business cycles, forecasting, and govern
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ment policies with respect to economic planning, taxation and spending.
The student should be given a basic knowledge of the tools of analysis and
measurement including the gross national product, the multiplier involv
ing the effect on national income of such factors as investment, consump
tion and government spending, and the equation of exchange involving
the supply and velocity of money.

Elementary Micro-Economics. Roy and MacNeill adequately describe
the content of the elementary course in micro-economics as follows: “The
beginning CPA should . . . have knowledge of the nature of the economic
forces that affect the firm, their effects, and their interactions. For example,
he should be aware of the relationship of price to demand, of the factor of
elasticity, of the effect of degrees of competition. He should understand
cost behavior and the various concepts of cost (marginal, implicit, etc.),
labor productivity, the theory and philosophy of government policies
toward business. These factors must be understood conceptually as they
affect decision and policy making within the firm, and conversely as those
decisions and policies in turn affect the economy.
‘ ‘ Within this conceptual foundation of micro-economics, the beginning
CPA should be familiar with the economists’ approaches to analysis involv
ing, for example, price equilibrium in relation to supply and demand
behavior, and marginal revenue and cost behavior. He should know some
of the specific instruments of government control such as antitrust machin
ery, regulation of public utilities, prohibitions on price discrimination, and
restrictions on international capital movements through such means as the
equalization tax and the taxation of the earnings of foreign subsidiaries of
domestic corporations.”2

Elementary Accounting—
3-6 semester hours
Elementary accounting is included in this section on “general educa
tion” because we believe that an educated person in our society should
learn the rudiments of the subject, whether he anticipates a career in either
the private or the public sector. We feel that this course is of unique
importance.
We are aware that enrollments in the elementary accounting course
greatly exceed the enrollments in subsequent courses. While we appreciate
that some of the attrition is due to intentional screening out of those who
do not have the capacity to be successful in accounting careers, we are
2 Roy and MacNeill, Horizons for a Profession, pp. 226-227.
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convinced that an even greater portion of the attrition is accounted for
by those whose exposure to the first course is disenchanting.
In harmony with our suggestion that the elementary course in accounting
is appropriately included in “general education’’ and that it be recom
mended for all students, the content and organization of the course should
be appropriate to the needs of those who may not elect to concentrate in
accounting. It should emphasize the functions of accounting in a businessoriented society and the conceptual framework on which accounting rests.
Procedures should be introduced to the extent necessary to illuminate the
concepts being presented, but the primary emphasis of the course should
not be on the mastery of procedures. Such a course, we believe, will be
equally appropriate as the foundation course for those who elect to study
the subject in greater depth and may, in fact, attract a larger number of
the better students to further study.

Introduction to the Computer—
2-3 semester hours
We believe that a basic knowledge of computers, what they are and what
they can do, should be part of any student’s general education and is
essential for those planning to enter accounting careers. His introduction
to this ubiquitous device should come relatively early in his college career,
and he should have the opportunity to use it as a valuable tool in some of
the courses he takes subsequently. In this elementary course the student
should acquire a basic knowledge of at least one computer system—the
functions of the component parts, the general capabilities of the system,
and the more universal terms associated with the computer. He should
develop a working knowledge of at least one computer language sufficient
to permit his programing and debugging a simple problem. His sophistica
tion relative to computers and information systems will be further devel
oped in another course described under the heading, Accounting.

Mathematics, Statistics and Probability—
12 semester hours
From his study of mathematics, statistics, and probability, the prospec
tive CPA should become familiar with the mathematical techniques which
have application to the solution of business problems; he should develop
a facility with symbolic notation; he should be able to reduce complex
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problems to their essential elements; and he should be able to express the
relationships of these elements in quantitative terms.
We believe that the minimum program to achieve these stated objectives
will require 12 semester hours. It clearly must include differential and
integral calculus, modern algebra, statistics, and probability. The com
mittee agrees with the authors of Horizons for a Profession that the objec
tive is “conceptual understanding” rather than “manipulative skill.”
Additional course work in applications of quantitative techniques to the
solution of business problems will be discussed in the section on General
Business.

Other General Education—
25-18 semester hours
This is the portion of the “general education” which cannot be defini
tively identified with the demands of professional practice. Whether speci
fied by the faculty or left to the election of the student, these hours should
be devoted to supplementing the study of the humanities, the physical or
social sciences, and the arts in order to provide the student with a rounded
exposure.

Summary
The allocation of 60 semester hours devoted to general education appears
in Table I, below.

Table I

Hours
Communications .........................................................................
Behavioral sciences....................................................................
Economics....................................................................................
Elementary accounting..............................................................
Introduction to the computer.....................................................
Mathematics (modern algebra, calculus,
statistics and probability) .................................................
Other general education ............................................................
Total hours

6-9
6
6
3-6
2-3

12
25-18

60
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General Business
Supplementing and building upon the knowledge gained in the General
Education courses, the General Business courses provide an understanding
of the major functions of the business society—production, marketing,
and finance; an understanding of some of the social forces which influence
business; and extend the student’s understanding of some' of the topics
having particular business application.

Economics—6 semester hours
The introduction to macro- and micro-economics described in the earlier
section should be supplemented with additional study of this important
discipline. In the light of the professional demands to which the CPA will
be subjected, the committee believes that further study in theory and in
the monetary system will make the greatest contribution to the total educa
tion of the accountant.
Intermediate Economic Theory. The area of economics is so important
to an understanding of the operations of the business society and the par
ticular activities of the CPA that the elementary courses are inadequate to
provide requisite competence. Study beyond the principles courses should
include further study in the general theory, typically offered under a title
such as ‘ ‘ Intermediate Economic Theory. ’ ’

The Monetary System. Although we are inclined to take our money system
and its operations largely for granted, it is in fact a highly complex system
with which the CPA should be thoroughly familiar. It is also desirable that
the CPA understand the workings of the institutions involved in the bank
ing system. As recent events have indicated, the international implications
of our monetary and banking systems should be adequately treated.

The Social Environment of Business—
6 semester hours
The subject matter which the committee envisions being discussed in this
section may be offered under a number of course titles—Business and
Government, Administrative Law, Government Regulation of Business
Activity, or perhaps others. But in addition to the traditional topics en
compassed by courses bearing such titles, attention should be given to the
social forces which impinge upon business. Such topics as organized labor,
black power, urban blight, the poverty problem, etc., might fruitfully be
considered.
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Business Law—6 semester hours
The CPA’s work embraces legal matters in so many ways as to require
that he have a relatively extensive knowledge of those parts of law associ
ated with the world of business. He should be aware of the meanings of con
stitutionality, of the interrelationships between federal and state law, of
jurisdiction, and of the respective roles of common law and equity, statu
tory law, and administrative regulation in our legal fabric. But beyond
this, he needs to be familiar with the law of contracts, agency, commercial
paper, sales, property, wills, estates and trusts. It is not intended that he be
competent to practice law or to be expert in legal matters; rather, his
knowledge should be sufficient to enable him to recognize relevant problems,
to apply the underlying principles of law to accounting and auditing situ
ations, and to seek legal counsel, or recommend that it be sought, when it
is appropriate to do so.

Production or Operational Systems—
3 semester hours
This course should be designed to familiarize the student with the nature
of production, both job order and continuous process, and to introduce him
to the problems (and some of the quantitative approaches to their solution)
of production planning and scheduling. It should introduce him to produc
tion terminology and to production processes (in a non-technical way)
in order that in subsequent study of cost accounting he can recognize the
cost accounting system as a partial model of the production process.

Marketing—3 semester hours
Extensive knowledge of marketing is not required of the CPA. He should,
nonetheless, be familiar with the channels of distribution and the major
institutions involved in the process. He should be familiar with the prob
lems of pricing, expanding upon the aspects of pricing theory studied in
economics. And he should understand the marketing function sufficiently
that he can understand the ways in which accounting may contribute to the
solution of marketing problems.

Finance—6 semester hours
The subject of finance is much more intimately related to the work of
the accountant than are the functions of production or marketing. Account
ing measurements, analyses, terminology, and statement format are in9

trinsically financial. Consequently, the exposure of the prospective CPA to
the study of finance must be more than superficial.
“The CPA should be thoroughly familiar with the concepts and analyti
cal approaches necessary to evaluate capital needs and alternative sources
of capital. He should understand the effect of depreciation and the impact
of taxes on cash flow. He should be able to use the various tools of financial
analysis such as the many ratios and rates of turnover, the comparison of
discounted cash flows under alternative capital investment decisions, and
the measurement of the cost of alternative sources of capital ... he must
have some knowledge of the institutions that comprise the (financial)
environment, their nature, their activities, and the terminology they em
ploy.’’3 Since depth of understanding is required of the finance area, six
hours are allotted to this subject. One possible approach to the organization
of the subject matter into two 3-hour courses is to devote one course to the
financing of short-term capital needs and the other to the financing of long
term needs.

Organization, Group and Individual Behavior—
9 semester hours
The purpose of this sequence is to relate knowledge of the behavioral
sciences to the practice of management in the context of the organization.
The emphasis should be on what is relevant to managers in their work in
the organizational setting. The topic has four facets: individual, group,
intergroup, and total organization relationships. The sequence should re
veal the phenomena that occur in uniformities that are present at each level
and develop in the student a literacy with regard to the factors involved
and the way they play themselves out in each setting. Both as a consultant
and as a systems designer, the accountant needs awareness of the human
factors involved in systems design and in personal situations.

Quantitative Applications in Business—
9 semester hours
Building upon the mathematics studied earlier, these courses deal with
business problems which are susceptible to quantitative solution. The
courses should include practice in optimization models, such as linear pro
graming, the application of queueing theory, critical path methods and
simulation in business. It would also involve developing sampling situa
3 Roy and MacNeill, Horizons for a Profession, pp. 260-261.
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tions, statistics, statistical decision theory, and Markov processes. The
courses should be problem oriented and directed to the development of
understanding and methodologies, the data they need in order to be uti
lized, and their limitations.

Written Communication—3 semester hours
This course is intended to reinforce the learning about communication
the student achieved in the general education course in communication and
concerns itself with the student’s ability to communicate effectively in the
business context. The student must become conscious of the fact that in
written communication he is deprived of the use of inflection, facial ex
pression, gestures or other techniques which supplement the words used
in face-to-face verbal communication. He is limited to the selection of
words, the way they are put together, and punctuation in order to create
in the reader the desired reaction. He must therefore give appropriate
attention to the position and self-interest of the reader and to the connota
tions of the words which he uses—to what he includes and to what he leaves
out.

Business Policy—3 semester hours
Business policy is the integrative course in which one is required to bring
together the understanding of the functional fields of business to which he
has been exposed, the attitudes and skills which he has obtained. Of all the
courses in the business school, this is the one best suited to the use of the
case method.

Summary
The hours devoted to the study of general business are utilized as shown
in Table II, page 12.

Accounting
The committee is aware of the growing practice in the undergraduate
business schools of limiting the number of hours that the student is per
mitted to take in any one area. And to the extent that the trade-off of depth
of understanding in one area accomplishes the objective of honest breadth
11

Table II

Hours

Economics (intermediate theory and the monetary system)......
The social environment of business..........................................
Business law ...............................................................................
Production or operational systems............................................
Marketing.....................................................................................
Finance ........................................................................................
Organization, group and individual behavior.............................
Quantitative applications in business (optimization models,
statistics, sampling, Markov chains, statistical decision theory,
queueing, PERT, simulation.........................................................
Written communication ..............................................................
Business policy ...........................................................................

9
3
3

Total hours

54

6
6
6
3
3
6
9

of understanding, we are inclined to be sympathetic with the objective of
the practice. Nonetheless, we are concerned with the preparation of young
people for careers in professional accounting, in which breadth of educa
tion does not justify deficiencies in accounting understanding. If it were
necessary to sacrifice accounting competence in order to gain the desirable
breadth of education, we would need to oppose that trade-off. However, we
do not believe that we are faced with a choice between essential and desir
able education—we believe that both can be achieved within the limits of
the five-year program. But we believe that accounting faculties must re
view carefully their present offerings and may need to restructure their
courses in order to attain the objectives outlined below within the limits
of available time. We conclude that the optimum accounting study will
require 30 semester hours beyond the elementary course.
While we feel that conceptual understanding is to be desired over pro
cedural skill, we do not believe that a trade-off is required here either. The
allotted time is sufficient to achieve both if it is used well. As we said in our
discussion of the elementary accounting course, procedures can and should
be introduced when they will illuminate the concepts being presented.
The accounting portion of the curriculum is described in four main
areas: financial, managerial, taxation and auditing. The overall objective
is to give the student an understanding of the functions of accounting, the
underlying body of concepts that comprise accounting theory and their
applications to accounting business problems and situations.
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Financial Accounting—9 semester hours
Financial Reporting Theory. This portion of the curriculum should deal
with financial accounting measurement including such areas as the deter
mination of periodic income, revenue recognition, cost allocation and the
flow of funds. Inventory valuation, depreciation theory, liability recogni
tion and corporation equity measurement are a few of the many areas
within which financial accounting theory should be studied. In addition,
an understanding of the fundamental nature of accounting would be
incomplete without a good knowledge of the means by which accounting
data are communicated, and this embraces a study of accounting state
ments, their form of presentation and accounting terminology.

Applied Financial Accounting Problems. While it is neither necessary
nor desirable to delve into every possible situation which might be encoun
tered in the practice of accounting, certain topics are important to an
understanding of the complexities comprising the world of business and
finance. Corporate combinations, for example, involve special application
of the principles of measurement and realization in such matters as con
solidations, conglomerates, and poolings of interest. Peculiar valuation and
presentation problems are encountered in the development of statements
of business in financial difficulty, of decedents’ estates, trusts and nonprofit
organizations. It is not recommended, however, that there be exhaustive
coverage of myriad ramifications of these areas; the objective is to famil
iarize the student with the kinds of problems that exist and the application
of accounting principles and practices to their solutions.

Contemporary Financial Accounting Issues. The student must be made
to understand that accounting is a living, growing discipline and must be
made aware of and become involved with the issues of the day. The topic
coverage of this segment of the curriculum will change even more fre
quently than any of the other segments. Issues that are the subjects of the
AICPA Accounting Principles Board Opinions would be included as well
as important subjects of research.

Cost Accounting—6 semester hours
Cost Determination and Analysis. An accounting student should be ex
posed to the broad range of cost accounting concepts and to its terminol
ogy. His study of the measurement and accumulation of costs will include
such topics as direct and indirect costs, the rationale behind cost allocation
procedures, cost-volume relationships, and the application of burden.
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Cost Control. Under this category it is contemplated that the student
will develop a familiarity with the controls that are afforded in the appli
cation of cost accounting concepts to the design of the information system.
Included here are flexible budgets, responsibility accounting, profit center
analysis and standard costs.
Cost-Based Decision-Making. It was stressed at the beginning of this
section on accounting that the student should be made aware of the func
tions of accounting, and so it is believed important that he know how cost
accounting can contribute to decision-making and planning. Typical prob
lems might involve make or buy decisions, product mix, capital budgeting
and inventory planning. The methodologies might include present value
analysis, models, and simulation and incremental analysis. The objective
is not to develop expertise in all of these tools, but to expand the student’s
knowledge to embrace these kinds of approaches to decision-making and
above all to make him aware of the need to identify the relevant data.

Taxes—3 semester hours
Tax Theory and Considerations. Because the tax law is complex and con
tinually changing, it is neither possible nor desirable to provide in the
curriculum enough time to cover exhaustively the subject of taxes. But
if a student is to work with problems of a financial nature, some knowledge
of taxes and their impact on decision making is essential. To place in per
spective the multitude of tax laws, regulations, administrative and judicial
rulings, it is necessary to have a broad appreciation of the tax structure
and its role both as a source of revenue and as a device to control the econ
omy. Basic ideas must be understood such as the importance of a corpora
tion distinguishing between interest and dividend payments, the definition
of a capital asset, limitations on certain deductions and the relief afforded
by the carryback and carryover provisions. Again, it is not expert knowl
edge that is required but an understanding of the reasons behind each of
these provisions and the impact of their interrelationships.

Tax Problems. In addition to a broad background in the field of taxes,
the accountant should be able to apply tax principles to the solution of
problems of some complexity. These cases should involve individuals, cor
porations, partnerships, trusts, estates, etc., and should include some that
involve the interrelationships between various entities. Only when these
interrelationships are seen can the student develop a sense of the impact
of taxes on decision-making and planning.
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Auditing—6 semester hours
Audit Theory and Philosophy. Auditing, whether that of the independ
ent accountant or the internal auditor, contributes to the reliability of
financial and other data. How this is done comprises auditing theory and
philosophy and it is an essential part of an accountant’s knowledge. This
knowledge includes such topics as evidence, authorizations, basic tech
niques including sampling, review of internal control and arithmetic con
trols and reconciliations. Also included are the role of the independent
auditor, his legal responsibilities, his code of ethical conduct and his stand
ards of reporting, field work, and competence. In addition, there should be
an understanding of the role of the internal auditor as he functions within
the management organization as a vital control element.
Audit Problems. As in other areas of accounting the student’s under
standing of auditing principles is reinforced and expanded by exposure to
problems and cases. Subjects might include statistical sampling, internal
control, auditing computerized systems or SEC cases as well as the more
traditional problems dealing with, for example, the confirmation of re
ceivables, inventory observations and the fixed asset audit. We believe that
there is no way to successfully simulate an audit engagement in the class
room and that long detailed practice sets traditionally take more scarce
time from an already crowded curriculum than is warranted by the results
generally achieved.

Computers and Information Systems in Business—
6 semester hours
Building upon the student’s earlier exposure to the computer, this
course explores the strengths and weaknesses of the computer in the busi
ness context, develops skills with higher level languages and with simula
tion techniques, and develops understanding of the relative strengths of
the human being and the machine in symbiotic man-machine interaction.
It also involves the investigation of complex systems, the techniques of
analyzing and flowcharting them, the development of a basic skill in system
and design, and an understanding of the control procedures required.
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A Four-Year Program
While the committee considers the five-year program to provide the
optimal preparation for careers in accounting, we are aware that far
greater numbers of potential entrants to the profession must, for one or
another reason, settle for a four-year undergraduate degree. In due course
we believe that the educational requirements of the profession should en
compass the model program. But, in the meantime, what should be included
in a program that can extend only to four academic years ?
Our answer to this question would be to the effect that the four-year
program should match the model five-year program in scope but should
treat the topics at less depth. For example, the nine hours which could be
devoted to communication in the model program might need to be reduced
to six hours in the four-year program. An outline of the four-year program
as compared to the model program is presented opposite as Table 3.
The design of the individual courses in this reduced program constitutes
a tremendous challenge to the faculties. What does one leave out of a ninehour sequence in quantitative application in business if he must adapt the
course for presentation in six hours? We do not propose to answer the many
questions of this type which are raised by the necessity of adapting the
model five-year program for presentation in four years. We do, however,
call the reader’s attention to the recommendation that conceptual under
standing is to be preferred to manipulative skill. If a trade-off is necessary,
knowledge is to be preferred to technique.
The exposition on the component parts of the model program, presented
in the foregoing section, applies equally to the components of the four-year
program. The sacrifice in depth of coverage is regrettable but inescapable.
16

Table III

Alternative Programs in Accounting
Semester Hours

General Education

6-9
Communication
6
Behavioral sciences
6
Economics
3-6
Elementary accounting
Introduction to the computer
2-3
Mathematics (modern algebra, calculus, statistics and probability) 12
Other general education
25-18
60
General Business
Five Year
Economics (intermediate theory and the
monetary system
6
The social environment of business
6
6
Business law
Production or operational systems
3
Marketing
3
Finance
6
Organization, group and individual behavior
9
Quantitative applications in business (optimization
models, statistics, sampling, Markov chains, statis
tical decision theory, queueing, PERT, simulation)
9
Written communication
3
Business policy
3

Four Year
6
3
4
2
2
4
6

6
2
3

54

38

9

6

Cost determination and analysis
Cost control
Cost-based decision-making

6

3

Tax theory and considerations
Tax problems

3

3

Audit theory and philosophy
Audit problems

6

3

Computers and information systems in business

6

4

30

19

6

3

150

120

Accounting
Financial reporting theory
Applied financial accounting problems
Contemporary financial accounting issues

Electives

APPENDIX E

REPORT ON ACCREDITATION OF ACCOUNTING PROGRAMS

BY STANDING COMMITTEE ON ACCOUNTING EDUCATION
The Standing Committee on Accounting Education
was established in the spring of 1966 for the purpose of
providing a forum for the study of problems in ac
counting education of concern to the constituent organi
zations. The committee consists of eight members as
follows:
Frank S. Kaulback
Clark E. Myers
Representing the American Association
of Collegiate Schools of Business

Richard E. Czarnecki
Edward S. Lynn
Representing the American
Accounting Association

John J. Costello
Lorin H. Wilson
Representing the Association
of CPA Examiners
James P. Ould, Jr.
Leonard M. Savoie
Representing the American
Institute of CPAs

Guy W. Trump, Director of Education of the American
Institute of CPAs, serves as secretary to the committee.

The committee agreed to consider first the problem
of accreditation of accounting programs. The problem
exists because the laws of many of the states provide
that candidates for the CPA examination must “have
a degree from an institution acceptable to the board
with a major in accounting.” Most state accountancy
boards do not have adequate staff and resources to
undertake to evaluate the educational programs, and
the colleges and universities are reluctant to subject
themselves to evaluations from more than one agency
in any one field. To protect themselves from a pro
liferation of accrediting agencies, the universities created,
years ago, the National Commission on Accrediting, an
organization which was charged to recognize only one
agency in any academic discipline to undertake the
accrediting function.

assure that the program shall provide for sufficient
breadth, it is required that at least 40% of the fouryear program shall be outside the field of business and
that at least 40% must be in business, with the provision
that economics may be counted as falling either within
or without the business portion. To assure that the
field of business administration is adequately covered,
the curriculum is to include instruction in economics,
accounting, finance, marketing, management, commer
cial law or the legal environment of business, and
statistics. In an effort to determine that conditions
conducive to the presentation of quality programs exist,
the AACSB standards also deal with the preparation of
faculty, teaching loads, library, physical facilities, and
the like.
The accreditation process requires an extensive ap
plication from the applicant school providing documen
tation which will establish how the standards are met,
plus an on-site inspection of the school by a committee
consisting of the deans of three member schools of the
association. The recommendation of the visiting com
mittee is reviewed by the membership committee which,
in turn, makes its recommendation to the executive com
mittee. The AACSB does not make separate evalua
tions of the subprograms within business.

In spite of the reasonable nature of the AACSB stan
dards only 120 of the approximately 600 programs in
business administration have been able to meet them.
On the other hand, almost all of the colleges or uni
versities that offer programs in business administration
have been able to achieve institutional accreditation by
one of the regional accrediting agencies. The AACSB
schools account for about half the undergraduate degrees
awarded in business and about 80% of the graduate
degrees awarded annually.

This, then, is the setting for the accreditation problem.

The National Commission recognizes accreditation of
two types — institutional accreditation and program ac
creditation. Institutional accreditation was made the
responsibility of seven regional associations, while pro
gram accreditation was designated as the responsibility
of the several organizations of the particular academic
disciplines. The American Association of Collegiate
Schools of Business was given responsibility for accredi
tation of programs in business administration—including
accounting.

State boards of accountancy need a way to determine
which applicants meet the educational requirements of
the state law, but they typically do not have adequate
staff and resources to undertake the evaluation of edu
cational institutions. The schools, already having sub
jected themselves to evaluation by the regional accred
iting agencies and to the inspection by other appropriate
specialized accrediting bodies, strongly oppose the forma
tion of still more accrediting agencies. Since a school
seeks accreditation voluntarily, the attitude of the
schools cannot be ignored. The AACSB, while capable
of inspecting the normal number of new applicant
schools each year, does not have the resources to under
take the inspection of all schools offering programs in
accounting and, on philosophical and practical grounds,
opposes the fragmentation of the business programs for
accreditation purposes.

The AACSB, in its procedure for accreditation of pro
grams in business administration, seeks to evaluate the
entire business program. For example, in an effort to

At its first meeting, the committee discussed the back
ground setting described above and reached the fol
lowing conclusions:

1. Accreditation of accounting programs however
undertaken, should not be based upon a specification
of course titles and hours. This approach tends to freeze
the curriculum into a rigid mold while the rapidly
changing nature of the profession requires flexibility
and experimentation with curricula. Further, the ex
plicit standard tends to become a ceiling for excellence
rather than the floor it is intended to be.
Practicing CPAs should be encouraged to take an
active interest in college and university business school
curricula, and educators should seek their opinions, to
the end that the instruction of their students will be
responsive to the present and anticipated needs of busi
ness and the profession.

2. State boards and the professional organizations
in accounting should work closely with the appropriate
educational organizations that have the accreditation
responsibility.
3. The accreditation function should be left to the
appropriate educational organizations and a separate
accrediting agency should not be considered.
The committee reached these conclusions with the
firm conviction that the responsibility of a board of
accountancy was to determine whether candidates for
the CPA examination met the educational requirements
as set forth in the law of the state; that candidates from
programs differing markedly in content might meet
these requirements; that means could be found to have
the academic evaluations made by the academic com
munity; and that the academic community was better
able to make this evaluation than were the state boards
or professional societies.

Further discussion revealed that the committee mem
bers were in unanimous agreement that candidates who
are graduates of undergraduate or graduate programs
accredited by the AAGSB and who have had a con
centration in accounting at either level should be con
sidered to meet the educational requirements for the
CPA certificate. The committee members also unani
mously agreed that nonaccounting graduates of either
undergraduate or graduate programs accredited by the
AACSB, whose schools certify to the board that the
program followed by the candidate, supplemented by
additional courses, is the equivalent of an accounting
concentration, should be considered to meet the educa
tional requirements for the certificate.

The appraisal of the educational qualifications of
graduates of programs which are not accredited by the
AACSB presents a more difficult problem. However,
the Deans or Admissions Committees of the schools
whose Master’s programs are approved by the AACSB
are regularly called upon to make this kind of appraisal.
Whenever a graduate of a non-AACSB undergraduate
program applies for graduate study in an AACSB ac
credited Master’s program, it is necessary that his under
graduate program be appraised to determine its accept
ability as the basis for graduate study and to determine
whether there is work that must be completed before

graduate study can be started (or, alternatively, whether
certain requirements of the graduate program will be
waived because they were met in the undergraduate
program).

It was agreed that if the candidate’s program would
meet the criteria of an undergraduate concentration in
accounting for purposes of undertaking graduate study,
and if his program had been followed at colleges or uni
versities meeting the quality requirements for regional
accreditation, it should be considered as meeting the
educational criteria for the CPA certificate. The em
phasis on the word “program” in the preceding sentence
is to indicate that the candidate’s suitability as a candi
date for graduate study is not of concern to the board
of accountancy — only that his program is equivalent
to an acceptable undergraduate concentration in ac
counting. The committee believes that while standards
for admission may vary widely between graduate pro
grams accredited by the AACSB, there is much less
diversity in what the schools would consider an accept
able undergraduate concentration in accounting.
It was concluded that, by copy of this report, the
Association of CPA Examiners would be asked to recom
mend to its members that they select AACSB schools
with which to cooperate, that they request the assistance
of the schools, and that they accept the appraisals of
the schools as determining the candidate’s status relative
to the educational requirements of the CPA certificate.

Similarly by copy of this report, the American Asso
ciation of Collegiate Schools of Business would be asked
to encourage its member schools to cooperate with the
state boards of accountancy both in certifying their own
graduates, as outlined earlier in this report, and in ap
praising the programs of graduates of non-AACSB
schools as set forth in the preceding paragraphs.

The members of the Standing Committee believe that
the procedures outlined in this report will permit the
members of state boards of accountancy to satisfy them
selves that the educational requirements have, or have
not, been met. At the same time, the appraisals can
be made by the academic community in a manner
which does not place an undue burden on the resources
of the AACSB, nor subject the colleges and universities
to still another accrediting agency nor limit the freedom
of all of the colleges and universities to experiment with
curricula to improve the quality of the student who will
seek to enter the accounting profession.
Edward S. Lynn, Chairman
John J. Costello
Richard E. Czarnecki
Frank S. Kaulback
Clark E. Myers
James P. Ould, Jr.
Leonard M. Savoie
Lorin H. Wilson
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